This study investigates whether earnings quality of Korean listed firms was substantially improved after the IFRS adoption in long-term aspect and which firms listed in KOSPI or KOSDAQ market had been more enjoyed the benefit. Prior studies related to this subject don't provide consistent results and have a limitation of insufficiency of research periods. Therefore, this study analyzes the positive effect of the IFRS adoption in Korea using long-term based approach and comparative analysis on each Korean stock market. Furthermore, this study considered Korean specific institutional environment in which main financial statements prepared and disclosed by listed firms were changed from individual financial statements to consolidated financial statements after the IFRS adoption. Results of the study found that earnings quality of Korean listed firms had been significantly improved during 5 years after the IFRS adoption. In addition, earnings quality on consolidated financial statements of KOSDAQ listed firms has improved more than that of KOSPI listed firms. The results provide meaningful implications to evaluate the effects of IFRS adoption on earnings quality and to assess accomplishment of fundamental purpose of the IFRS adoption in Korea.
INTRODUCTION
Korea adopted International Financial Reporting Standards (IFRS) in 2011 to improve international consistency of financial accounting standards and to enhance both accounting transparency and usefulness of accounting information. Especially, the main objective of the IFRS adoption in Korea was to provide accounting information users with more useful information and to eliminate Korea discount by improving accounting transparency.
One of the positive effects of the IFRS adoption is that earnings quality can be improved in comparison with pre-IFRS adoption period. Barth et al. (2008) and Chen et al. (2010) report that earnings quality has improved, as earnings management was reduced after the adoption of IFRS.
However, unlike previous financial accounting standards in Korea (referred as 'K-GAAP') which applied rule-based approach, the IFRS applies principle-based approach. Thus, the adoption of IFRS may be a factor to degenerate earnings quality, because discretion of manager on accounting choice increases after the IFRS adoption. Callao and Jarne (2010), as well as Li and Park (2012) , suggest that earnings management measured by discretionary accruals increased after the IFRS adoption. Additionally, Bae and Choi (2013) and Jeong (2013) which analyzed Korean firms report that earnings management increased after the IFRS adoption. Tendeloo and Vanstraelen (2005) also report that there was no difference in earnings management between the IFRS-adapted firms and local GAAP-adapted firms.
Meanwhile, Korean stock markets consist of KOSPI market and KOSDAQ market. Since KOSDAQ market has simple listing requirement and is mainly comprised of venture businesses which are small, risky, but with high growth potentiality, KOSDAQ listed firms may have higher incentive of earnings management than KOSPI listed firms. Thus, if earnings quality is improved as earnings management decreases after adoption of the IFRS, such improvement may be more striking at KOSDAQ listed firms than KOSPI listed firms.
Hence, this study investigates whether earnings quality of Korean listed firms was substantially improved after the IFRS adoption 1 . Specifically, unlike prior studies of Korea which analyzed the effect of IFRS adoption on the earnings quality in short-term aspect, this study analyzes the effect in long-term aspect by comparing 5 years before IFRS adoption with 5 years after IFRS adoption. In addition, this study divides sample firms into 2 groups (KOSPI listed firms and KOSDAQ listed firms) and analyzes the effect of IFRS adoption on the earnings quality respectively. Moreover, this study considered Korean specific institutional environment in which main financial statements prepared and disclosed by listed firms were changed from individual financial statements to consolidated financial statements after the IFRS adoption.
The results of this study show that earnings quality of Korean firms has significantly improved during 5 years after the IFRS adoption compared with 5 years before IFRS adoption. Moreover, earnings quality on consolidated financial statements of KOSDAQ listed firms has improved more than that of KOSPI listed firms. This study is distinct from prior studies in that it analyzed the effect of the IFRS adoption on earnings quality using long-term approach and analyzed comparative effect for each stock market. This study provides accounting information users and regulatory authorities with meaningful implications in that it confirms that the fundamental objective of the IFRS adoption in Korea is continuously attained. 1 All listed firms in Korea have mandatorily applied the IFRS as their accounting standard since 2011, whereas unlisted firms have applied Korean GAAP which has been established and revised by the Korean Accounting Standards Board (KASB). It is permitted for unlisted firms to apply the IFRS voluntarily, however, any listed firms are not allowed to apply the Korean GAAP. Further, Tendeloo and Vanstraelen (2005) analyzed whether there was significant difference of earnings management between German firms which early adopted the IFRS and those which applied German GAAP. The result found there was no significant difference of earnings management between two groups. In short, prior studies didn't provide consistent conclusions on effect of the IFRS adoption on earnings quality. Therefore, we establish the first hypothesis as follows 2 .
LITERATURE REVIEW AND HYPOTHESES
H1: Earnings quality of Korean listed firms would not be different after the IFRS adoption in comparison with the earnings quality before the IFRS adoption.
The listing requirements of KOSPI and KOSDAQ market in Korea are different, as well as characteristics of firms listed in each stock market. While KOSPI market is composed of relatively large firms, KOSDAQ market is composed of small and medium venture businesses with high growth potentiality. Thus, such difference of each stock market may affect on earnings management of listed firms. For instance, Yoon and Kim (2007) reported that KOSDAQ listed firms tended to manage their earnings more upward before initial public offering (IPO) than KOSPI listed firms. Furthermore, Moon (2017) suggested earnings quality of KOSPI listed firms was much better than KOSDAQ listed firms.
Inferring from those prior studies, if earnings quality of Korean listed firms is improved after the IFRS adoption, such positive effect may exist distinctively depending on stock market. Specifically, the effect of improving earnings quality after the IFRS adoption is likely to be greater for KOSDAQ listed firms than KOSPI listed firms. It is because earnings management is performed more strikingly at KOSDAQ listed firms following prior studies and such earnings management can be restrained by the IFRS adoption. Hence, we establish the second hypothesis as below. 2 We establish the first hypothesis in the form of null hypothesis because of inconsistent results of prior studies. 3 The results of hypotheses testing are similar when using the residual values estimated by modified Jones model (MJ) and performancematched discretionary accruals model (PMDA) instead of absolute values.
H2: Effect of improving earnings quality after the IFRS adoption would be greater for KOSDAQ listed firms than KOSPI listed firms.
RESEARCH DESIGN

Research models
The research models for testing hypotheses 1 and 2 are as follows: (1) and (2) in order to improve the comparability of earnings quality for pre-IFRS period and post-IFRS period.
The main explanatory variable of Equation (1 All data for the analysis were collected from KIS-VALUE and extreme values of all variables were winsorized at 1% level of both tale. The final firmyear observations were 13.154 (n=13.154). The average of IFRS variables is 0.5607 which means that about 56% of total observations consist of the period after the IFRS adoption. In addition, the average of KOSDAQ is 0.5904, that is, KOSDAQ-listed firms consist of about 59% of total observations. Thus, the sample composition for the analysis is relatively stable. Table 2 can support the logical basis of hypothesis 2 which predicts effect of improving earnings quality after the IFRS adoption would be greater for KOSDAQ-listed firms than KOSPI-listed firms. Table 3 provides test results of Equation (1) Table 2 . Pearson correlation matrix (n = 13,154) V1  V2  V3  V4  V5  V6  V7  V8  V9  V10  V11  V12 model were also significantly associated with dependent variables. Therefore, this study found no evidence generally supporting hypothesis 1, which expects earnings quality of Korean listed firms would not be different after the IFRS adoption in comparison with that before IFRS adoption. Table 4 provides test results of Equation (2) for hypothesis 2. As in Table 3 , Table 4 also shows significant negative associations between IFRS and all dependent variables [MJ(Ind.), PMDA(Ind.), MJ(Con.), PMDA(Con.)]. And KOSDAQ has significant positive relationships with all dependent variables. It means that the level of discretionary accruals of KOSDAQ-listed firms is greater than that of KOSPI-listed firms likewise in Table 2 . These results may be attributed to the fact that the main financial statements were altered from individual financial statements to consolidated financial statements after the IFRS adoption. Combing results of Table 4 , it can be interpreted that the earnings quality of KOSDAQ-listed firms was improved greater than earnings quality of KOSPIlisted firms after the IFRS adoption. Hence, we found evidence generally supporting hypothesis 2. 
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SUMMARY AND CONCLUSION
Prior studies analyzing whether earnings quality is improved after the IFRS adoption didn't provide consistent results. Moreover, although effects of the IFRS adoption may be occurred for relatively long term, prior studies which analyzed relationship between earnings quality and IFRS adoption in Korea had a limitation in that they used short-term analysis.
Thus, this study analyzed Korean evidence of the IFRS adoption effect with respect to improvement of earnings quality in long term perspective. Specifically, this study utilized 5 year periods before and after IFRS adoption, respectively. Moreover, the effect of the IFRS adoption on earnings quality was comparatively analyzed for each Korean stock market (KOSPI and KOSDAQ). Earnings quality was measured by discretionary accruals. Especially, individual financial statements data, as well as consolidated financial statements data were analyzed considering Korean specific institutional environment in which main financial statements prepared and disclosed by listed firms were changed from individual financial statements to consolidated financial statements after the IFRS adoption. Empirical results found that overall earnings quality of Korean listed firms were significantly improved during 5 years after the IFRS adoption regardless of their listing market and types of financial statements. In addition, earnings quality on consolidated financial statements of KOSDAQ-listed firms has improved greater than that of KOSPI-listed firms. However, no significant difference was found in earnings quality on individual financial statements between KOSDAQ-listed firms and KOSPI-listed firms.
This paper is different from prior studies, as it investigated the IFRS adoption effect using long-term based approach. Furthermore, this study comparatively analyzed the IFRS adoption effect for each Korean stock market. This study has meaningful implications to assess whether fundamental purpose of the IFRS adoption in Korea has been achieved.
